Proposal to Increase the Competitiveness of Nine Percent Tax Credit Developments in New Master-Planned Communities Requiring Affordable Housing
The Case for Change

California is experiencing a population boom and an expensive housing market that has created one of the lowest affordability indices in history.  Increasingly expensive market rate housing populates new master-planned communities, fostering further economic segregation.  More affordable housing could be produced in these growing communities with changes in the TCAC regulations that would balance applications from older, poorer neighborhoods with opportunities to live in new communities. The reasons for this proposal are well documented.

First, cities and towns throughout the state have adopted a variety of policies implemented through development agreements, specific plans, and/or inclusionary zoning ordinances to ensure that at least a percentage of new development is affordable.   These programs respond to the desire of many lower income households to live outside of high poverty areas in older neighborhoods, and to have a choice of where to live to obtain decent housing. 

The tragedy is that without 9 percent tax credits, the feasibility of creating economically integrated neighborhoods is threatened and the cooperation that could be achieved with market rate developers is diminished because project applications from new growth areas are not  competitive under the 9 percent tax credit program.  

State resources should support the public benefit of economically integrated communities and avoid the past mistakes of over-concentrating low-income housing in poverty neighborhoods.

Second, affordable housing for today’s workforce becomes increasingly estranged from jobs when affordable housing is lacking near new employment centers. The National Association of Home Builder’s recent workforce housing study, “Where is Workforce Housing Located?  A Study of the Geography of Housing Affordability,” demonstrates the increasing concentrations of jobs outside of areas where lower income people in the workforce currently live.  The California 9 percent tax credit program primarily serves people in the workforce, but the program cannot follow their jobs.

A “commuting wage” decreases the economic value of a worker’s salary, representing an indirect tax on workers who cannot live close to their jobs because of the lack of affordable housing.

Third, meeting Housing Element requirements for land availability depends on multifamily-zoned vacant land.  The delivery of some of those sites as affordable housing is dependent on subsidy programs that can create feasible projects for very low- and low-income households.  That feasibility is increased if affordable housing developers could compete for 9 percent tax credits for projects in new growth areas, where much of the vacant multifamily land is located.

Fourth, economic integration in new growth areas fosters “smart growth” patterns because of the higher density housing it engenders for reasons of affordability.  The construction of multifamily housing is the most obvious housing type serving very low-income and low-income households.  Moreover, developers meeting their affordable housing obligations through ownership housing frequently build higher density single family housing in clusters and half-plexes to reduce their cost. 

TCAC Regulations

TCAC regulations award extra points for affordable housing located in neighborhood revitalization areas or in “Balanced Communities” – that is, in new growth and/or high income areas.  This competitive equality breaks down in the application of Site Amenity criteria and their 15 points, which require the amenities to be in place by the time the project is placed in service.

New master planned communities, however, often do not have site amenities in place, including high volume public transit, by the time of initial occupancy in affordable housing. However, those amenities will be constructed or operational when population density and/or public financing occur.  For example, in new master planned communities, park land and schools are zoned and mapped, located on dedicated land, and their construction identified in capital improvement financing plans, but they may not be built by the time the affordable housing is completed.
The residents of a new tax credit development will therefore have access to new, modern facilities outside of high poverty areas and low-performing schools, and will live in close proximity to jobs in new employment centers, all of which will enhance opportunities for lower income residents. 

Recommendation
Communities with mandated affordable housing programs in master-planned new growth areas should be able to compete fairly in the 9 percent tax credit program.
· Document that the local government’s affordable housing program for master planned communities is fully operational and enforceable;

· Designate public school sites, public parks, commercial centers, and other public facilities on maps, zoned and identified in relevant capital improvement financing plans;
· Demonstrate alternative transportation programs for residents who may need access to public transit until that transit is operational. 
